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Calendar No. 511

9181 CONGRESS } SENATE { REPORT
15t Session No. 91-517

FAIR CREDIT REPORTING

NoveEMBER 5, 1969.—Ordered to be printed

Mr. ProxMIrg, from the Committee on Banking and Currency,
submitted the following

REPORT

[To accompany S, 823]

The Committee on Banking and Currency, to which was referred
the bill (S. 823) to enable consumers to protect themselves against
arbitrary, erroneous, and malicious credit information, having con-
sidered the same, reports favorably thereon with amendments and
recommends that the bill (as amended) do pass.

Purpose of the Legislation

The purpose of the fair credit reporting bill is to prevent con-
sumers from being unjustly damaged because of inaccurate or ar-
bitrary information in a credit report. The bill also seeks to prevent an
undue invasion of the individual’s right of privacy in the collection and
dissemination of eredit information.

Whenever an individual is rejected for credit, insurance or employ-
ment because of an adverse credit report, the individual is given the
right to be told the name of the agency making the report.

Credit reporting agencies would be required to inform the consumer
of all the information in his credit file. Following disclosure, the
consumer would be given an opportunity to correct inaccurate or mis-
leading information in his credit file. In addition, the bill requires that
the information in a person’s file be kept confidential and used only for
legitimate business transactions. Under most circumstances, adverse
information older than 7 years could not be reported. The legisla-
tion also establishes the right of a consumer to be informed of investiga-
tions into his personal life.

The bill covers reports on consumers when used for obtaining credit,
insurance or employment. However, the bill does not cover business
credit reports or business insurance reports.

(1)
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"The bill recognizes the vital role played by credit reporting agencies
in our economy. Those who extend credit or insurance or who offer
employment have a right to the facts they need to make sound deci-
sions. Likewise, the consumer has a right to know when he is being
turned down for credit, insurance, or employment because of adverse
information in a eredit report and to correct any erroneous information
in his credit file. The procedures established in the bill assure the free
flow of credit information while at the same time they give the con-
sumer access to the information in his credit file so that he is not
unjustly damaged by an erroneous credit report.

History of the Legislation

The Fuir Credit Reporting bill was introduced by Senator William
Proxmire on January 31, 1969. Hearings before the Subcommittee on
Financial Institntions were held from May 19 through Muay 23. The
subcommittee met in executive session on October 9 und recommended
the bill with amendments to the full committee. The full committee
met on October 22 and ordered the bill reported with additional
amendments,

Growth of the Credit Reporting Industry

One of the phenomenal growth records since the end of World War
IT hus been the growth of the consumer credit industry. At the end
of 1945 the American consumer owed less than $6 billion, whereas he
now owes over $116 billion, With the growth of consumer credit, a
vast eredit reporting industry has developed to supply eredit infor-
mation. The growth of computer technology has facilituied the storage
and interchange of informution on consumers and opens the possibility
of a nationwide duta bunk covering every citizen.

As an example of the size of the industry, the Associated Credit
Bureaus. a major trade association, has over 2,200 individual members
serving 400.000 ereditors in 36,000 communities. These credit bureaus
maintain credit files on more than 110 million individuals and in 1967
they issued over 97 million credit reports. Credit bureaus typically
supply information on a person’s financial status, bill paying record
and itens of public record such as arrests, suits, judgments, und the
like. The information is generally furnished to creditors for extending
credit ulthough it may also be used for employment purposes.

One of the fastest growing credit bureaus already has 27 million
files on computer tape. Moreover, the firm is adding names at the rate
of 7 million a year. If this growth rate is maintained, the firm will have
data on every American family in their computer file within o few
years. Last year the firm made 7 million reports to creditors.

Another firm prominent in the insurance reporting field has 1,500
offices in the United States und Canuda, This firm has dossiers on
45 nillion individuals and makes 35 million reports a year to their
40,000 customers. Insurance reporting firms investigate people who
apply for insurance. generally through interviews with neighbors and
coworkers. Their files include information on a person’s charucter,
habits, and morals as well as his financial status. Onee the information
is in the file, it ean be used ngain for future insurance or employment
reports.
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A fourth problem is that the information in a person’s credit file is
not always kept strictly confidential. As an example, a reporter for a
major TV network was able to obtain 10 out of 20 reports requested
at random from 20 credit bureaus by using the name of a_completely
fictitious company under the guise of offering the individuaals credit.

A fifth problem is that investigative type credit reports sometimes
gather highly sensitive and personal information about a person’s pri-
vate life, such asracial or cthnic descent, domestic trouble, housekeeping
habits, and conditions of yard. Morcover, because of its very nature
much of the information on a person’s general character, habits and
morals is based on someone’s subjective opinion rather than objective
fact. Some of the information cohected on investigative reports may
be only marginally related to the purpose of granting credit or in-
gurance and may tend to invade the individual’s right to reasonable
privacy.

A sixth problem deals with the handling of public record informa-
tion. Most credit bureaus systematically compile public record infor-
mation such as records of suits, tax liens, arrests, indictments, con-
victions, bankruptcics, judgments and the like. This nformation
is then included on a person’s report when he applies for credit, or
in some cases when he applies for cmployment. Unfortunately, the
information cannot always be kopt up to date cither because it is
costly or because the correct information is simply not available.
Thus, it is possible for a credit burcau to report a record of a suit or
arrest without indicating that the suit was dismissod or the arrest
charges dropped. Because public record information is reported to
employers as well as creditors, a consumer’s future cmployment
carcer could be jeopardized because of an incomplete credit report.

A seventh problem is concerned with the reporting of information
about a person’s earlier credit difficulties. Creditors obviously have a
right to know if a person has had trouble in paying his bills, At the
same time it can be unfair to burden a consumer for life with a bad
credit record if he has improved his performance. The Associated
Credit Bureaus has recognized this problem and had proposed volun-
tary guidelines to its members to the effect that adverse information
not, be reported if it is older than 7 years or 14 years in the case of
bankruptcies. Nonetheless, these guidelines are not necessarily followed
by reporting agencies who are not members of the ACB.

Section-By-Section Summary

Section 601.—Short Title—This section indicates that the act may
be cited as the “Fair Credit Reporting Act.”

Section 602.—Statement of Purpose.—This section indicates a need
to establish safeguards for the reporting of information on consumers
so as to assure its confidentiality, accuracy, relevancy, and proper
utilization.

Section 603.—Definitions and Rules of Construction.—A “consumer
report’’ is defined under subsection (d) as a report on an individual
when the information has been collected or is to be used for credit,
msurance, or employment purposes. The term does not include in-
formation reported by a creditor or other person when the information
is confined to the creditor’s own transactions or experience with the
consumer. However, if the creditor obtains information on a consumer
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Until this year, there has been virtually no State legislation regu-
lating credit reporting other than a 1916 Oklahema statute with
limited scope. In 1969, credit reporting legislation was introduced in
27 states and two States —-Mussachusetts and New Mexico- —passed a
statute. Because of the nationwide character of the credit reporting
business, firms which operate on a nationwide seale expressed a
preference for Federal regulation rather thun State legislation during
the hearings on 8. 823, AMoreover, New York State officials who
testified expressed a need for Federal legislation to supplement any
future Stute legislation which may be enacted,

Problems of the Credit Reporting Industry

Given the rapid expansion of the credit reporting industry and the
almost complete lack of regulation, it is inevitable that some probleins
will arise. For the most part, the credit reporting system has served
the consumer well and tie abuses have not been widespread. None-
theless, congressional hearings have shown that some abuses do exist.
Morcover, industry leaders have agreed that there have been some
abuses and many have already taken voluntary steps to correet them.
The leaders of the credit reporting industry are likewise agreed upon
the need for Federal legislation to insure that guidelines aupply uni-
formly and fairly to all scements of the industry.

One problem which the tiwurings on 5. 823 identified is the inability
at times of the consumer to know he is being damaged by an adverse
credit report. Standard agreements between eredit reporting agencies
and the users of their reports prohibit the user fromn disc%nsing the
contents of the report to t‘w consumer. In some cases, the user is even
precluded from mentioning the name of the credit reporting agencey.
Unless o person knows he s being rejected for credit or insurance or
employment becnuse of a eredit report, he hus no opportunity to be
confronted with the charges agninst him and tell his side of the story.

A second problem is that even if the person knows the nume of the
credit reporting ngency, he is not always given access to the informa-
tion in his file. Insurance reporting firms generally do not admit to
making a report on an individual and ordinarily will not reveal the
contents of their file to him. Credit burenus sometimes build road-
blocks in the path of the consumer. For example, the eredit bureau
industry (rade publication. in frankly discussing this problem, states
that some bureaus discournge consumer interviews “by placing a
nuisance charge on the investigution, or merely plucing the date of the
interview as much ns 2 weeks away.”

A third problem is that even when individuals gain access to the
information in their credit file, they sometimes huve difficulty in
correcting inaceurate information. Some credit reporting agencies
proceed on the ussumption that an individual is guilty until proven
innocent and refuse to delete information which is no longer verifiable
unless the consumer can prove otherwise. In other cases, the consumer
may have difficulty in getting his version of a legitimate dispute
recorded in his credit file. For example, a consumer may withhokd

ayment from a creditor because the merchandise was defective.
his eredit record may simply show that he has refused to pay without
entering his reasons.

8. Rept. 91-517

Approved For Release 2005/06/06 : CIA-RDP72-00337R000400050003-7



Approved For Release 2005/06/06 : CIA-RDP72-00337R000400050003-7

from third parties and reports it to another person, such communi-
cation would be deemed a consumer report regardless of whether a
fee was charged for the report. ) o

The term ‘‘consumer report’’ also does not include communications
between a credit card company and a retail merchant when the
communication authorizes or approves a specific extension of credit
directly or indirectly by the credit card company. The term “directly
or indirectly’”’ is used fo cover the situation where the legal arrange-
ments on which the credit card plan is based call for the merchant to
extend the credit and assign the resulting evidence of indebtness to
the credit card company. In such instance, the credit card company
is indirectly extending the credit. The credit card company would be
required, as a creditor, to comply with the disclosure provisions of
section 615, L

Finally, the term ‘‘consumer report’” does not cover communications
between a finance company or other creditor and a retail merchant
concerning the approval of a specific extension of credit directly or
indirectly by the finance company, provided the merchant identifies
the finance company and the finance company complies with the dis-
closure provisions of section 615. The word ‘“indirectly” again refers
to the situation where the retail merchant initially extends credit but
then assigns the resulting evidence of indebtedness to the finance
company or other creditor who approved the transaction.

The purpose of these exclusions is to assure that creditors who are
acting as creditors are not classified as a consumer reporting agency,
provided they comply with the disclosure obligations required of
creditors under section 615.

Under subsection (e), the term “investigative consumer report” is
further defined as one in which personal-type information on a_con-
sumer’s character, reputation, personal characteristics, or mode of
living is obtained through interviews with neighbors, associates, and
the like.

Under subsection (f), the term “consumer reporting agency’ 1is
defined as anyone who regularly furnishes consumer reports whether
for fees or otherwise. If a creditor regularly compiles information on
consumers from third parties and furnishes that information to other
persons either for fees or otherwise, the creditor becomes a consumer
reporting agency and is subject to the applicable provisions of the act.

Section 604.—Permaissible Purposes of Reports—This section limits
the furnishing of consumer reports to five purposes: (1) credit; (2)
insurance; (3) employment; (4) obtaining a governmental license or
other benefit; or (5) other legitimate business need involving a business
transaction with the consumer. Any broader use would require either
a court order or the consumer’s written permission.

Section 606 —0bsolete Information.—This section prohibits the re-
porting of adverse information older than 7 years, or 14 years in the
case of information on bankruptcies, except in connection with life
insurance contracts in excess of $25,000, extensions of creidt in excess
of $50,000, or employment applications for jobs with an annual salary
in excess of $20,000.

Section 606.—Disclosure of Investigative Reports.—This section re-
quires those who order investigative reports to disclose to the consumer
that an investigative report may be made, that the report may in-
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volve information on his character, general reputuation, personal
characteristics and mode of living as applicable, and that he has the
right to request u complete and accurate disclosure of the nature and
scope of the investigation. This provision would not apply if the
report is for employment purposes und the consumer has not specifi-
cally applied for the emplayment.

. Sectwn 607 —-Compliance Procedures.—'This seetion requires report-
Ing agencies to maintain procedures to preserve the confidentiality
and 1pI‘upvr use of information. Users must certify the purposes for
which information will be used and agree not to use the information
for other purposes. A reporting agency must make a reasonable effort
to check out nmew users and refrain”from making reports if it has
reasonable grounds for believing the report will not be used for an
authorized purpose.

Section 608.— Lisclosures to Governmental agencies.— The disclosure

of information to governmental agencics is limited to identifying type
information such as name, address and place of employment unless
the governmental agency has obteined a court order or is a bona fide
creditor, insurer, employer, or licensor.
. Section 609.~ Disclosures to Consumers. This section requires report-
Ing agencies Lo disclose, at the request of u conswner, the nature and
substance of ull information in the consumer’s file, the sources of the
information unless it is un investigative report, and the persons who
have received reports on the consumer during the past 6 months for
credit or insurance purposes and the past 2 years for employment
purposes.

Section 610.— Conditivns of Disclosure to Consumers.—This section
requires disclosures to be made during normal business hours and on
reasonable notice. The disclosure may be made at the credit reporting
agency or over the phone il the consumer so requests in wriling and
furnishes proper identificntion. Reporting ngencies must provide
trained personmel to explain the information in a consumer’s file.
The consumer has the right to have one person accompany him.
Reporting agencies, their sources and the users of information are
given immunity from libel or other suits as a result of information in
their credit file disclosed to consumers pursuant to section 609, 610
and 615 unless the information was furnished with malice or willful
intent tu injure the consumer. The immunity provisions under this
section do not extend to information ncquired by a consumer through
other means.

Section 6G11.— Procedure in Case of Disputed Accuracy.—1{ the com-
pleteness or acenracy of an item of information is challenged by a
consumer, the credit reporting agensy must reinvestigate and record
its current status. Inaccurate or unverifiable information must be
deleted. The consumer has a right to file u brief explanatory statement
on disputed iterns which must accompuny future reports. The con-
sumer muy also request thet previcus recipients be notified of uny
corrections.

Section 612.— Churges for Cerlain Disclosures.—Disclosures shull be
free of charge to consumers who are rejected for credit, insurunce, or
employment or who are charged higher rates for credit or insurance
and who have been so notified by the creditor, insurer, or employer.
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Similarly, disclosure charges cannot be made to persons who have
received_a dunning letter from a collection affiliate of the reporting
agency. In all other cases, the reporting agency may establish a reason-
able disclosure charge,

The cost of sending corrected information to the prior recipients
of a report shall be at the expense of the reporting agency when
information is deleted because it is inaccurate or unverifiable. When
the item is in dispute, the reporting agency may charge the consumer
for notifying prior recipients.

Section 613.—Public Record Information for Employment Purposes.—
Reporting agencies cannot report adverse items of public record
information for employment purposes unless they maintain strict
procedures to keep the information up to date. If this cannot be done,
the consumer must be notified that the adverse information is being
reported and to whom at the time the report is made.

Section 614.—Restrictions on Investigative Consumer Reports.—Ad-
verse information developed on investigative reports which is more
than 3 months old cannot be reported again unless it is reverified.
Those who make investigative reports must follow procedures to
assure maximum possibly accuracy.

Section 616.—Requirements on Users of Consumer Reports.—Those
who reject a consumer for credit, insurance or employment or who
charge a higher rate for credit or insurance wholly or partly because of
a consumer report must, upon written request, so advise the consumer
and supply the name and address of the reporting agency. If a con-
sumer 18 turned down for credit or charged a higher rate based on
information other than a consumer report, the nature and substance
of this information must also be disclosed on written request. The
consumer’s right to make such a request must be disclosed if he is
turned down for credit, employment, or insurance or charged a higher
rate for credit or insurance. Such disclosure must be made at the time
such adverse action is communicated to the consumer. However, the
user has no liability under this section until the adverse action has
actually been communicated to the consumer.

Section 616.—Ciwil Liability for Willful Non-Compliance.—Con-
sumers can bring civil actions to enforce compliance. If a willful viola-
tion. can be shown, the consumer can collect actual damages, punitive
damages of up to $1,000 and attorney fees.

Section 617.—Civil Liability for Grossly Negligent Non-Compliance.—
If the consumer can show a grossly negligent violation, he can. collect.
actual damages plus attorney fees.

Section 618 —Jurisdiction of Courts.—Civil actions may be brought.
in Federal or State courts within 2 years of the violation.

Section 619.—O0btaining Informaiion Under False Pretenses—Any
person who knowingly and willfully obtains & consumer report under
falsi;a Eﬁetenses can be fined up to $5,000 and imprisoned up to 1 year,
or both.

Section 620.—Administrative En, orcement.—Compliance would be
further enforced by the Federal Trade Commission with respect to
consumer reporting agencies and users of reports who are not regulated
by another Federal agency. The F'TC can use the cease and desist,
authorities and other procedural, investigative and enforcement powers
which it has under the FT'C Act to secure compliance.
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Complinnee on the part of financial institutions or commeon curriers
regulated by another Federal agency would be enforced by that agency,
using its existing enforcement authorities to bring about compliance.

Section 621.—Relation to State Laws.—~ State %nws which »#g in-
consistent with the Federal law are preempted to the extent of the
inconsistency. However, no State law would be preempted unless
compliance would involve a violation of Federal law.

Effective Date. The act becomes effective in 6 months following its

enactment.
Cordon Rule
In the opinion of the committee, it is necessary to dispense with
the requirements of subsection 4 of rule XXIX of the Standing Rules

of the Senate in order to expedite the business of the Senate in con-
nection with this report. o
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